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Abstract 
This research study examines the influence of transactional leadership components (contingent reward, 
management by exception (active), and management by exception (passive)) on employee’s job 
satisfaction among employees at KTK97 Subcontractor Company. Convenience sampling was used. 
A sample size of 300 respondents was drawn from employee who worked in KTK97 Subcontractor 
Company. Contingent reward was rated at the strongly agreed level, followed by management by 
exception (active) at the agreed level, and management by exception (passive) at the disagreed level. 
Simple linear regression analysis was used to test research hypotheses. It was found that among the 
transaction leadership components, contingent reward had a significant influence on job satisfaction 
while management by exception (active) and management by exception (passive) had no significant 
influence on job satisfaction. 
Keywords: Transactional Leadership, Contingent Reward, Management by Exception (Active), 
Management by Exception (Passive), Overall Job Satisfaction
 
Introduction 
Most firms and businesses are composed of 
employers and employees. There must be 
collaboration among employers and employees in 
order to achieve the desired objectives (Morris & 
Bloom, 2002). Employee’s job satisfaction is one 
of the most important factors in the success of 
organizations (Cook et al., 1989; Bass, 1990, as 
cited in Desa, 2010). It is influenced by the internal 
organization environment, which includes 
organizational climate, leadership types, and 
personnel relationships between manager and 
employee (Seashore & Taber 1975). 
To stay competitive in the slowdown of global 
economy and survive in the intensity of competition 
environment, recruiting productive new employees, 
retain effective one and good collaboration among 
employers and employees is key to success for 
every business (Morris & Bloom, 2002). While 
financial direct cost and indirect cost associate with 
employee turnover is higher than retain the existing 
one but employee turnover is continue happens and 
often cause from the leadership style. Transactional  
have been of great interest to many researchers. 
Adopting transactional leadership behavior helps in 
the achievement of organizational goals (Laohavichien 
et al., 2009). Transactional leaders are those who 
lead by  way  of  social  exchange,  emphasizes  on 
interactions  between  leaders  and  subordinates. 
Transactional leadership is one of the most 
effective leadership styles and involves giving 
rewards to employees for good performances and 
punishment for  bad  actions. This style can 
encourage the workers to be better and to be more 
aware of their duty (Paracha, et al. 2012). 
Transactional leadership is typically classified into 
three dimensions: (1) contingent reward, (2) 
management by exception (active), and (3) 
management by exception (passive) (Hater & Bass, 
1988; Yammarino & Bass, 1990). 
This study seeks to investigate the influence of  
transactional  leadership  components (contingent 
reward, management by exception (active), and 
management by exception (passive)) on employee’s 
job satisfaction in the manufacturing worker of 
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KTK97 Subcontractor Co., Ltd., (KTK97) which 
in turn expect to understand the cause of turnover, 
therefore lead to decrease in turnover (Ali et al., 
2014). KTK97 is middle person between 
manufacturing workers and manufacturing at 
Bangpoo Industrial Estate Thailand. KTK97, offers 
manufacturing workers recruitment and 
outsourcing services (KTK97 Subcontractor Co., 
Ltd., 2016). 
Literature Review 
The literature  review  in  this  article c o m p r i 
ses 1 . Transactional Leaders h i p , 2.Employee’s Job 




There are many types of leadership styles, including 
transformational leadership, transactional leadership, 
participative leadership, autocratic leadership, and 
laissez-faire leadership (Hashim & Yazdanifard 
2014). The leadership style that will be focused on in 
this study is transactional leadership, in accordance 
with the company policy and leadership of KTK97 
Subcontractor. Transactional leadership is one of the 
most effective leadership styles as it rewards 
employees for good performances and punish 
employees who have bad performance. This can 
encourage followers to do better and be more aware 
of their duty. There are many benefits in having 
transactional leaders in an organization because in 
the competitive business world of today, employees 
exhibit reward-seeking behavior. Employees could 
also improve their skills, increase their knowledge, 
and motivate themselves to perform efficiently. 
This could increase the productivity, 
profitability, and performance of the organization 
and help it to achieve organizational goals more 
quickly (Hashim & Yazdanifard 2014). In addition, 
transactional leadership defines a style of leadership 
in which the leader champions compliancy of the 
employees through both reward and disciplines. 
Transactional leaders manage their business by 
identify employee’s needs and giving rewards to 
satisfy their needs for certain suitable 
accomplishment (Arnold, 1998). Therefore, 
transactional leadership is the most effective style of 
leadership. If an organization finds a leader that 
motivates passion and innovative performance in 
an individual and organization, it will be greatly 
beneficial. 
According to Bass and Avolio (1995) and Zhou 
(2012), the three dimensions of transactional 
leadership are contingent reward, management by 
exception (active), and management by exception 
(passive). Contingent reward means leaders who 
specify needs clearly, have performance goals and 
using motivates to influence employees’ 
performance and behavior (Bass & Avolio, 1995). 
Management by exception (active) refers to active 
leaders who monitor employee behavior, anticipate 
problems, and take corrective actions before the 
behavior creates serious difficulties. Management by 
exception (passive) means leaders who tend to act 
only after problems have become severe enough to take 
corrective action, and usually refrain from making any 
decisions (Bass, 1995). 
Employee’s Job Satisfaction 
Job satisfaction is a very significant viewpoint for 
modern organization and much research work has 
been performed to increase job satisfaction. Job 
satisfaction is described as what an individual feel, 
emotionally and psychically, through their work 
(Paracha et al., 2012) defined employee job 
satisfaction as an attitude that employees have 
about their jobs and the companies in which they 
perform these jobs. If organizations want to be 
successful in the competitive business world of 
today, a strong relationship between the leader and 
the followers, as well as the follower’s satisfaction 
of working, is very importance. With these factors 
of total of satisfaction on employee’s job, the 
environment in working place, and the quality of 
connection between an employee and the leader, the 
employees are inspired to be more innovative and 
hard-working in helping to improve the business and 
productivity of the organization (Zhou, 2012). 
Leadership and Employees’ Job Satisfaction 
In the business world, employee’s job satisfaction is 
one of the most important factors in the success of 
organizations (Cook et al., 1989; Bass, 1990, as cited 
in Desa, 2010). The principles of organizational 
leadership is the ideation that an individual’s 
performance is most effective when their needs are 
fulfilled (Bekele & G.M, 2011). When employees are 
perceiving as satisfied, they will increase their 
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productivity, which will in turn influence the 
company (Stone & Patterson, 2005). Employee’s 
job satisfaction is influenced by the internal 
organization environment, which includes 
organizational climate, leadership types, and 
personnel relationships between manager and 
employee (Seashore & Taber 1975). Negative 
leader and employee relationship has various 
negative impacts on the employee and it decreases 
their productivity and profitability performance, 
decreases the turnover rate of employees in the 
organization, and increases absenteeism (Keashly 
et al., 2003). In fact, it has been proven that job 
satisfaction is higher among employees whose 
leaders emphasize concern, consideration, and 
support for their followers (Rafferty et al., 1991). 
Conceptual Framework 
The conceptual framework of this study was 
adopted from the previous research of Akhigbe et 
al., (2014). The link between transactional 
leadership and job satisfaction is based on Javed et 
al., (2014), Zhou (2012), Belonio (2011), Ali et 
al.,(2014), Yavirach (2010), Paracha et al., (2012), 
Bateh & Heyliger (2014), Hashim & Yazdanifard 











Ho1: There is no influence of contingent reward 
on job satisfaction. 
Ha1: There is an influence of contingent reward 
on job satisfaction 
Ho2: There is no influence of management by 
exception (active) on job satisfaction. 
Ha2: There is an influence of management by 
exception (active) on job satisfaction. 
Ho3: There is no influence of management by 
exception (passive) on job satisfaction. 
Ha3: There is an influence of management by 
exception (passive) on job satisfaction. 
Research Methodology 
A self-administered questionnaires was conducted 
to determine the influence of Transactional 
leadership (contingent reward, management by 
expectation (active), and management by 
expectation (passive)) on overall job satisfaction. 
Twelve questionnaires items of transactional 
leadership components (contingent reward, m a 
n a g e m e n t b y e x c e p t io ( acive ), and management 
by exception (passive)), were derived from The 
Multifactor Leadership Questionnaires (MLQ-5X) 
which is the standard instrument for assessing 
transactional leadership behavior (Bass & Avolio, 
2004). The overall job satisfaction was measured 
by a single-item based on Quinn and Shepard, 1974. 
The respondents were asked to rate their  agreement  
by  using  a  5-point  Likert  scale ranging  from  
“Strongly  agree”  (5)  to  “Strongly disagree” (1). 
The target population of this study was the 5 5 0 
manufacturing workers in KTK97 Subcontractor Co., 
Ltd (HR Department of KTK97 Subcontractor, 
2016), which does not include office workers in 
KTK97 Subcontractor Co., Ltd. The sample 
consisted of manufacturing workers age 20-40 years 
old who have worked for KTK97 Subcontractor 
Co., Ltd. The minimum and maximum ages of 
employee who can apply to work in KTK97 
Subcontractor Co., Ltd are 20 and 40 years old, as 
per the company policy. The sample size was based 
on Krejcie and Morgan’s (1970) work in 
determining sample size from a given population. At 
the time of the study the company had 550 
manufacturing workers; therefore, a minimum 
required sample size was 225. Three hundred sets of 
questionnaires were distributed to the manufacturing 
workers of KTK 97 Subcontractor Co., Ltd. when 
they had a weekly meeting with their manager 
before registering their arrival at work at 8 am. The 
researcher waited until all 300 questionnaires from 
the 300 respondents were returned and checked 
that all 300 questionnaires were completed and 
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valid. Mean evaluation was used to determine the 
level of agreement on transactional leadership 
attributes including contingent reward, 
management by expectation (active), and 
management by expectation (passive), and 
overall job satisfaction. The hypothesis of this 
research was tested using the single regression 
analysis (SLR). 
Findings 
According to the analysis of descriptive statistics, 
the result is consistent with the results from 
previous studies of Akhigbe, et al., (2014) and Zhou 
(2012) that contingent reward significantly 
enhances employee satisfaction. However, the 
result is different from the previous study of Emery 
and Barker (2007) that they found the significant 
influence of management by exception (active) and 
management by exception (passive) on job 
satisfaction. In addition, contingent reward 
contributed to only 3.6% of the changes in overall 
job satisfaction (r2 = 0.036); however, the 
resultfrom the mean evaluation showed that 
manufacturing workers were very satisfied with 
their job (mean value = 4.33). This maybe the 
reason that transactional leadership is not the only 
factor that can influence job satisfaction (Zhou, 
2012). 
Contingent reward was  rated at  the strongly 
agreed level with the mean value of 4.51, followed 
by management by exception (active) with a mean 
of 3.99 at the agreed level, and management by 
exception (passive) with the mean value of 2.06 at 
the disagreed level. Most respondents strongly 
agreed that their leaders specify needs clearly, have 
performance goals and using motivates to influence 
their performance and behavior. The statement that 
had the highest mean value of 4.61 was “My 
supervisor makes clear what one can expect to 
receive when performance goals are achieved”. The 
policy of KTK97, clearly states that leader are to 
give sufficient rewards to manufacturing workers 
every month according to t h e i r p e r f o r m a n c e a n 
d a t t e n d a n c e . T h e manufacturing workers also 
mentioned to the researcher that they were satisfied 
with the reward that they received; therefore, leaders 
should keep using this strategy in order to maintain 
the standard of work and enhance the satisfaction of 
employee in KTK97. For management by exception 
(active), the respondents agreed that their leaders 
monitor employee behavior, anticipate problems, and 
take corrective actions before the behavior creates 
serious difficulties. The respondents most agreed 
with “My supervisor concentrates his/her full 
attention on dealing with mistakes, complaints, and 
failures”, with the highest mean value of 4.03. It 
means that manufacturing workers feel that they 
receive full and proper attention from leaders of 
KTK97 and receive suggestions when fail to meet task 
standards efficiently. Regarding management by 
exception (passive) the respondents disagreed that 
their leaders tend to act only after problems have 
become severe enough to take corrective action, and 
usually refrain from making any decisions. 
According to the results from the SLR, among the 
transactional leadership components, contingent 
reward had a significant influence on job satisfaction 
(β = 0.191). However, management by exception 
(active) and management by exception “passive” had 
no significant influence on job satisfaction among 
manufacturing workers of KTK97 (Summary of the 
Hypothesis Test). 
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The null hypothesis 1 (Ho1): “There is no influence 
of contingent reward on job satisfaction”, was 
rejected, which means that contingent reward has a 
significant influence on manufacturing worker’s 
job satisfaction. The null hypothesis 2 (Ho2): “There 
is no influence of management by exception 
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(active)”, failed to be rejected, which means 
management by exception (active) has no 
significant influence on job satisfaction among 
manufacturing workers  in  KTK97. The  null 
hypothesis 3 (Ho3): “There is no influence of 
management by exception (passive)”, failed to be 
rejected, which means management by exception 
(passive) has no significant influence on job 
satisfaction among manufacturing workers in 
KTK97. 
Discussion and Recommendations 
In this study, the results showed that there is a 
significant influence of contingent reward on job 
satisfaction in KTK97. However, both 
management by  exception  (active)  and  (passive) 
showed no significant influence on job satisfaction. 
This results from simple linear regression showed 
that contingent reward significantly affected job 
satisfaction among manufacturing workers in 
KTK97 by 3.6% (Beta score 0.191).Hence, the 
independent variable that can predict transactional 
leadership component among manufacturing 
worker in this study is contingent reward. 
Compared with the research of Akhigbe, et al.,  
(2014),  the  results  showed  that  contingent 
reward significantly enhances employee 
satisfaction. It is also partially consistent with the 
research  of  Zhou  (2012),  which  posited  that 
contingent  reward  significantly  influences  job 
satisfaction. 
Emery and Barker  (2013)  found  that manageme 
nt by exception ( active ) and management by 
exception (passive) were all negatively and 
strongly correlated with job satisfaction. However, 
the results from this current study showed that both 
management by exception (active and passive) 
showed no significant relationship with job 
satisfaction. In addition, Akhigbe, et al., (2014) 
studied transactional leadership style and employee 
job satisfaction in the banking sector of Nigeria 
found that only management by exception (passive) 
negatively influenced employee satisfactions. 
In the transactional leadership components, 
contingent reward had an influence on the 
employee’s job satisfaction. This goes to explain 
how leaders clarifies incentives towards the success 
of objectives, and thus transactional leadership 
style can enhance employee’s job satisfaction. 
Managers and supervisors should apply transactional 
leadership style, especially contingent reward, to 
result in  worker’s job satisfaction. They should 
specify needs clearly, have performance goals and 
using motivates to influence their subordinates’ 
performance and behavior. 
There may be some possible limitations in this study, 
which future research are recommended to address. 
The results from this study cannot be extrapolated to 
manufacturing workers who work for other  
companies   due   to   difference   in o rg a n i z a t i o n 
a l policies , d u t i e s , w o r k i n g environments, and other 
factors. Further research should be conducted in other 
organizations that may give a more holistic picture on 
the effectives of transactional leadership. Furthermore, 
this study focuses on the influence of transactional 
leadership components including  contingent   
reward, m a n a g e m e n t b y e x c e p t i o n ( a c t i v e ) , a n 
d management by exception (passive) on employee’s 
job satisfaction. Future research should include other 
factors that may influence job satisfaction such  as  the  
working  conditions,  work  itself, s u pervision , policy 
and adminis t r a t i o n , advancement, 
compensation, interpersonal relationships, 
recognition, and empowerment. 
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